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Date AUG 1 3 2981 

. Dear S i r  o r  Madam: 

This  is  a f i n a l  adverse  determinat ion with r e spec t  t o  your exempt s t a t u s  
under Sect ion 501 (c) (3) of t h e  I n t e r n a l  Revenue Code. 

The adverse determinat ion was made because you a r e  n o t  operated exc lu s i ve ly  
f o r  c h a r i t a b l e  and/or educa t iona l  purposes i n  publ ishing,  d i s t r i ' x t i n g ,  and 
s e l l i n g  t he  v r i t t e n  m a t e r i a l s  you produce. Also you are operated f o r  p r i v a t e  
r a t he r  than pukl ic  purposes. 

Contr ibut ions  made t o  your o rgan iza t ion  are not  deduc t i b l e  under Sec t i on  
170 of the  I n t e r n a l  Revenue Code. 

You a r e  requircd t o  f i l e  Federal  Income Tax r e t u r n s  wi th  your Key Dis t r ic t  
Director  f o r  exempt o rgan i za t i on  matters f o r  t axab le  yea r s  f o r  which t h e  
f i l i n g  da t e  3f t h e  app rop r i a t e  r e t u rn  has  passed. These r e t u r n s  should be 
f i l e 8  wi thin  30 days of t h e  d a t e  of t h i s  let ter ,  u n l e s s  a r eques t  f o r  
extension of time is granted.  Please send them t o  t h e  a t t e n t i o n  of t h e  
Dal las  EPjEO Divis ion,  a t t a c h  a copy of t h i s  l e t t e r ,  and add re s s  any 
request  f o r  t i m e  ex tens ions  t o  the  EP/EO Division.  Process ing of an  income 
t ax  r e t u r n  and a s se s s ing  any t axe s  due w i l l  not  be  delayed because a 
p e t i t i o n  f o r  a d e c l a r a t o r y  judgment has been f i l e d  under Sec t i on  7428 of 
the  I n t e r n a l  Revenue Code. 

We w i l l  no t i f y  t h e  app rop r i a t e  S t a t e  o f f i c i a l s ,  a s  requ i red  by S e c t i o n  
6104(c) of t he  Code, t h a t  based on t h e  information we have a v a i l a b l e ,  we 
a r e  unable t o  recognize you as an o rgan iza t ion  desc r ibed  i n  S e c t i o n  
501(c)(3) af t h e  I n t e r n a l  Revenue Code f o r  the  pe r iod  mentioned. 

I f  you decide  t o  c o n t e s t  t h i s  determinrcion i n  c o u r t ,  a p e t i t i o n  f o r  a 
dec la ra to ry  judgment proceeding i n  t he  United S t a t e s  Tax Court ,  t h e  

, United S t a t e s  Court of Claims, o r  t h e  United S t a t e s  D i s t r i c t  Cour t  f o r  
the  D i s t r i c t  ~f  Columbia must be f i l e d  wi tb in  90 d s from t h e  d a t e  t h i s  
determination was mailed t o  you. Contact the  Tlerk  of the  a p p r o p r i a t e  
cou r t  f o r  r u l e s  f o r  f i l i n g  p e t i t i o n s  f o r  dec l a r a to ry  judgnent. For more 
information, p l ea se  s e e  t h e  dec la ra to ry  judemert s e c t j o n  of t h e  enclbsed 
Publ ica t ion  892. 



If you have any questions, please  ccntact  the person whose name 
and t e l ~ p h o n e  number are shown i n  the heading of t h i s  letter. 

Thank you f o r  your cooperation. 

S incere ly  yours, 

Associate  Chief 

Errclosure: 
Publication 892 
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We have considered your a p p l i c a t i o n  f o r  r ecogn i t ion  of e r a , ~ ~ ~ ) : i o n  
from Federa l  income tax  under r e c t i o n  501 (c I (3 )  of t h e  I n t e r n a l  
Revenue Code. 

The informat ion furnished d iec losed  t h a t  you w e r e  incorpora ted   
, under t h e  l a w s  of t h e  S t a t e  of . Your purpore b r i e f l y  

s t a t e d  is t h e  s e l l i n g  and p r o ~ o t i n g  of educa t iona l  materials t o  r e 1 i p . a ~ ~  
and educat ional  organizations and publ ic .  The educa t iona l  m a t e r i a l s  
teach t h e  development of heal thy mental a t t i t u d e s ,  t h e  p a r t i c i p a t i o n  
i n  r e l i g i o u s  and p a t r i o t i c  a c t i v i t i e s ,  and how t o  ach ieve  success  
w i t h  h e a l t h  and happiness. 

Contr ibut ions  a r e  made t o  non-profit  educat ional  and r e l i g i o n  o r g a n i z a t i o n s  
The o rgan iza t ion  is no t  a membership o rgan iza t ion .  Your income f o r  t h e  
per iod ending  is e n t i r e l y  from t h e  r e t a i l  s a l e  of educa t iona l  
o rgan iza t ions  and t h e  publ ic .  Some honorariums w i l l  be r e c e i v e  
i n   and  a s  b u d ~ e t e d .  The n e t  p r o f i t  f o r  t h e  period ending 

 is $  The n e t  p r o f i t  bugeted f o r   
and  is $  arrd $  respec t ive ly .  One 
c o n t r i b u t i o n  of $  was con t r ibu ted  t o   

.  

Sec t ion  501 (c) (3) of t h e  Code provides  exemption f o r :  

"Corporations. ..organized and operated e x c l u s i v e l y  f o r  r e l i g i o u s ,  
char f t ab le , . . . o r  educat ional  purposes,. .-no p a r t  of t h e  n e t  earn- 
i n g s  of which i n u r e s  t o  t h e  b e n e f i t  of any p r i v a t e  shareholder  o r  
ind iv idua l . .  ." 

Sec t ion  1 . 5 0 1 ( ~ ) ( 3 ) - l ( b ) ( l ) ( i )  of t h e  Income Tax Regula t ions  provides  
t h a t  an o rgan iza t ion  is organized e x c l u r i v e l  f o r  one o r  more' exem?t +- purposes only  i f  i t s  A r t i c l e s  of Organ z a t i m  

"(A) L i m i t  t h e  purposes of ouch o rgan iza t ion  to one o r  mare exempt 
purposes; and 

(B) Do not  expres r ly  empower t h e  o rgan iza t ion  t o  engage, otherwise 
than as an  i n r u b s t s n t i a l  p a r t  of its a c t i v i t i e s ,  i n  a c t i v i t i e s  
which i n  themaelver a r e  not  i n  fu r the rance  of one o r  more 
exempt purposes. 19 



 

S e c t i o n  1. SO1 (c)  (3)-1 (c )  (1) of t h e  Incame Tax Regula t ions  p rov ides  t h a t  : 

"An o rgan iza t ion  w i l l  b e  regarded a s  'operated e x c l u s i v e l y '  f o r  one 
o r  more exemx purposes  on ly  i f  i t  engages primarily i n  a c t i v i t i e s  
which accomplish one o r  more of such exempt purposes  s p e c i f i e d  i n  
s e c t i o n  501(c) (3) . . . PP 

S e c t i o n  1.501(c) (3) -1 (d) (1) (11) of t h e  Income Tax Regula t ions  p rov ides  
t h a t  a l l  t h e  o r g a n i z a t i o n s  t h e r e  desc r ibed  must serve a p u b l i c  r a t h e r  
t han  a p r i v a t e  i n t e r e s t .  _. 

S e c t i o n  1.502-l(a) o f  t h e  Rega la t ions  provide:  "In t h e  c a s e  of a n  
o r g a n i z a t i o n  opera ted  f o r  t h e  primary purpose of c a r r y i n g  on a t r a d e  
o r  bus inesa  f o r  p r o f i t ,  exemption is not  allowed ttnder s e c t i o n  501 
on t h e  ground that a11  t h e  p r o f i t s  of such o r g a n i z a t i o n  a r e  payable  
t o  one o r  more o r g a ~ t i o n s  exempt from t a x a t i o n  under s e c t i o n  501. 
1n=ermin7ng t n m r y  purpose of a n  o r g a n i z a t i o n ,  a l l  t h e  
c i rcumstances  must be cons idered ,  i nc lud ing  t h e  s i z e  and e x t e n t  of t h e  
t r a d e  of bus iness  and t h e  s i z e  and e x t e n t  of t h o s e  a c t i v i t i e s  of such  
o r g a n i z a t i o n  which a r e  s p e c i f i e d  i n  t h e  a p p l i c a b l e  paragraph of s e c t i o n  
501. " 

Revenue Ruling 60-351, 1960-2 C.B. 169 provides  where t h e  d i s semina t ion  
of publ ished m a t e r i a l  has  t h e  c h a r a c t e r i s t i c s  of a t r a d e  o r  b u s i n e s s ,  
i t  is not  i n  f u r t h e r a n c e  of a n  exempt purpose. 

I n  t a x  c o u r t  c a s e  F o r e s t  P r e s s ,  I n c  22 T.C. 265 (1954), acq. 1954-2 
C.B.4. The o r g a n i z a t i o n  was he ld  exempt because t h e  s m a l l  o p e r a t i n g  
p r o f i *  d i d  c o t  c h a r a c t e r i z e  t h e  purposes of t h i s  o p e r a t i o n  a s  
b u s i n e s s  purposes.  

r The a c t i v i t y  of s e l l i n g  of mo t iva t iona l  type  m a t e r i a l s  t o  r e l i g i o u s  
and educa t iona l  o r g a n i z a t i o n s  and t h e  p u b l i c  c o n s t i t u t e s  a 
s u b s t a n t i a l  a c t i v i t y  i n  r e l a t i o n  t o  your o t h e r  a c t i v i t i e s  t o  educa te  

. t h e  p u b l i c  and make c o n t r i b u t i o n s  t o  c h a r i t a b l e  and e d u c a t i o n a l  o r g a n i z a t i o n s ,  
Futhermore,  t h e m  of your n e t  p r o f i t  and p ro j ec t ed  n e t  p r o f i t s  
a r e  I n d i c a t i v e  of t r a d e  o r  bus iness .  

S i n c e  t h e  c h a r i t a b l e  and educa t iona l  a c t i v i t i e s  c o n s i s t  of a s  
, i t  is concluded t h a t  your primary 
e o r  bus ines s  a s  evidenced by a s u b s t a n t i a l  

prof i t  and t h a t  you a r e  no t  exempt from Fede ra l  income t a x  under  
s e c t i o n  501(c)(3) o f  t h e  Code. You a r e  r equ i r ed  t o  f i l e  F e d e r a l  income 
t a x  r e t u z n s  on form 1120. 

L 



 

~ f  you do no t  ag ree  w i t h  t h e s e  conclusions,  you may, w i t h i n  30 days  from 
t h e  d a t e  of t h i s  le t ter ,  f i l e  i n  a b r i e f  of t h e  f a c t e ,  law, 
and argument t h a t  c l e a r l y  B e t s  o s i t i o n .  I f  you d e a i r e  an  
o r a l  d i scuss ion  o f  t h e  i s s u e ,  p l e a s e  i n d i c a t e  t h i s  i n  your p r o t e s t .  The 
enclosed Pub l i ca t ion  892 g i v e s  i n s t r u c t i o n s  f o r  f i l i n g  a  p r o t e s t .  

I f  w e  do no t  hear  from you w i t h i n  30 days,  t h i s  letter w i l l  b e  ou r  
de te rmina t ion  i n  t h e  ma t t e r .  

If  you do not  p r o t e s t  t h i s  proposed de termina t ion  i n  a t imely  manner, 
i t  w i l l  be considered by t h e  I n t e r n a l  Revenue S e r v i c e  a s  a f a i l u r e  t o  
exhaust  a v a i l a b l e  a d m i n i s t r a t i v e  remedies. S e c t i o n  7428 (b) (2)  of t h e  
I n t e r n a l  Revenue Code provides  i n  p a r t  t h a t ,  "A d e c l a r a t o r y  judgment o r  
decree under t h i s  s e c t i o n  s h a l l  n o t  b e  i ssued  i n  any proceeding u n l e s s  
t h e  Tax Court ,  t h e  Court  of Claims, o r  t h e  d i s t r i c t  c o u r t  nf t h e  United 
S t a t e s  f o r  t h e  D i s t r i c t  of Columbia determines t h a t  t h e  o r g a n i z a t i o n  
involved has exhausted a d m i n i s t r a t i v e  remedies a v a i l a b l e  t o  i t  with2n 
t h e  I n t e r n a l  Revenue Service." 

I f  you have any f u r t h e r  ques t ions ,  p l e a s e  con tac t  t h e  person whose name 
and te lephone number a r e  shown a t  t h e  beginning of t h i s  l e t t e r .  

S ince re ly  youra,  

   
D i s t r i c t  D i r e c t o r  

Enclosures:  
P u b l i c a t i o n  892 




